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a very serious matter that three Congressmen 
were burnt alive in Panipat. The t Minister 
should have made a statement yesterday itself 
but I am sorry there is no statement even today. 

SHRI ATAL BIHARI VAJPAYEE 
(Uttar Pradesh): We are concerned that 
three Congressmen, reputed Con-
gressmen, were burnt alive in Panipat but 
any statement on that incident will be 
incomplete if what happened before that 
incident is not mentioned by the Minister. 
The newspapers have blacked out the 
news that the police officer killed a young 
man shooting at point blank range and 
that precipitated matters. 

(Interruptions) 

MR. CHAIRMAN : If the statement is 
made you can ask for clarification and 
amplification. 

j SHRl ATAL BIHARI VAJPAYEE : 
We would like the Government to make a 
statement but the statement should not be 
one-sided. 

MR. CHAIRMAN : I do not think you 
should tell the Government what they 
should say. If and when they say some-
thing if you want some amplification or 
clarification you can ask for it. 

PROF. M. B. LAL (Uttar Pradesh) : I wish 
to say that there is need of a statement on the 
recent happenings in the Punjab as a whole and 
special mention needs to be made of the 
burning of the three persons in the shop along 
with the shop when the owner of that shop 
refused to close the shop. While the citizens 
have every right t© organise a , hartal against a 
decision ef the Government, the citizens are 
bound to give the same right to other citizens 
not to follow-tfceir advice. Violence is not to 
be resorted to by a citizen against another 
citizen even when some police officer has 
resorted to an action which is not proper. 

MR. CHAIRMAN : I have received the 
notices and I have passed them on. I am 
sure a statement would be made v«ry 
soon. 

THE BUDGET (GENERAL).  1966-67 
\'ERAL     DISCUSSION—continued 

SHRI BABUBHAI M. CHINAI 
(Maharashtra) : Mr. Chairman, I am 
grateful to you for accommodating me 
this morning and allowing me to speak 
on the General Budget in view of the fact 
that I am not keeping well for the last two 
days. 

The Finance Minister has presented a 
correct appraisal of the economic condi-
tions of the country and appropriately 
described the objectives the Budget has to 
serve. No doubt, as indicated by him, 
some of the difficulties such as inadequate 
performance of the economy, sluggishness 
of the capital market, the pressure on the 
balance of payments and the rise in the 
prices of essential commodities have been 
with us for a number of years. It is 
necessary that budgetary and economic 
policies should be so framed- as to reverse 
these adverse trends. The Finance 
Minister has also acknowledged the role 
of the p ivate sector and the capital market 
in the building up of the economy. The 
point is whether the Budget proposals are 
in consonance with the objectives which 
he has admirably adumbrated. True, the 
Finance Minister has abolished the 
expenditu e tax and tax on bonus shares. 
Further, he has modified the tax on 
dividends by exempting them up to 10 per 
cent, of dividends on paicVup capital, 
rationalised gift-tax by abolishing some of 
its unfair features and has reduced the 
surtax. He has provided for a straight 
reduction of a specified percentage from 
assessable profit and thereby simplified 
the system of tax rebate for essential 
industrie* civen by his predecessor. He 
has also raised the exemption limit in 
respect of annuity deposits. To the extent 
they go, they are welcome indeed. 
However, the major tax proposals relating 
to personal and. corporate taxation run 
counter to the objectives of the Finance 
Minister. The imposition of a surcharge of 
10 per cent, on earned and unearned 
income on all n«o-corporate assessees is 
calculated to yield; Rs. 25.64 crores. The 
enhancement of the basic corporate tax 
will net in Rs. 43.46 crores. Bven after 
taking into consideration the relief of a 
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selective nature to both corporate and 
non-corporate assessees the net increase 
works out to Rs. 22.14 crores in the case 
of non-corporate assessees and Rs. 36.07 
crores in the case of the corporate sector 
or a total of Rs. 58.21 crores in direct 
taxes. 

UHE VICE-CHAIRMAN   (SHRI  M.  P. 
BHARGAVA    IN    THE    CHAIR] 

At a time when the capital market is in 
bad shape, these measures would only 
worsen the situation. As it is, taxation has 
reached a level at which it breeds inflation 
and causes reduction in tax receipts. The 
Budget for 1965-66 estimated Rs. 371.60 
crores from corporation tax and Rs. 
291.50 crores from income tax. As against 
this, the revised estimates are Rs. 330 
crores and Rs. 260 crores, respectively. 
Thus, there is a shortfall of over Rs. 70 
crores in tax receipts, nearly 11 per cent, 
proving that the law of diminishing return 
has set in sharply. In fact, taxation has 
risen more than four times as fast as total 
national output. India was the highest 
taxed nation in 1964-65 and would conti-
nue to be so this year. Last year, the 
companies in this country paid tax which 
went up to 74 per cent. Under this year's 
Budget some of them would pay tax up to 
nearly 80 per cent. The liability of indi-
viduals on unearned income would go up 
to 90 per cent. 

Generally taxation is regarded as anti-
inflationary, but there is a limit beyond 
which it may set in inflation. The value of 
money went down by 8.7 per cent, in 1964-
65 an 10 per cent, in 1963-64. True, 
inflation in a developing economy up to a 
certain extent may be advisable, but 
beyond a particular point it has an 
inhibiting effect on output. Deficit finan-
cing, which is another form of taxation, 
concealed taxation for that matter, also 
had a serious effect, inasmuch as it has 
generated money income without in-
creasing output. The point now is whether 
this further dose of taxation could not 
have been avoided. It appears to me that a 
two per cent, reduction in Government 
spending and five per  cent,   cut  in  
Central  Government 

advances to States could have been made 
to enable the Centre to recover over Rs. 
110 crores. The capital market can be 
revived only if there are substantial 
reductions in taxation, which will enable 
the people to save and invest. 

A scrutiny of the capital disbursement 
discloses that nearly Rs. 345 crores would 
be made available to public sector 
enterprises, excluding departmental un-
dertakings. So far, nearly Rs. 1.200 crores 
have been invested in the share capital of 
these enterprises. But what is the rate of 
return ? Not more than 1} to 2 per cent. 
This clearly reveals that capital has been 
wrongly invested, i.e., invested in projects 
and activities which either do not result in 
rapid economic growth or has been badly 
managed. Output has been far less in 
relation to capital and costs have been far 
higher than international prices. Public 
sector enterprises have become merely 
showpieces and uneconomic. The 
excessive Government expenditure has 
resulted in inflation which has begun to 
act as a drag on the economy and affect 
growth adversely. In this connection, T 
would like to quote the remarks of Prof. 
Colin Clark, the famuos economist. 

 
SHRI BABUBHAI M. CHINAI : He is 

from the U.K. He says that public 
expenditure does not become productive 
merely because it is being described as 
investment. Elaborating this point, he 
observes : 

"There is not only the direct waste of 
projects designed on insufficient infor-
mation, or mismanaged by bureaucratic 
over centralisation, or inspired by 
political calculation and manoeuvre. 
There is also the indirect waste fol-
lowing from taxation, rising prices. 
Government controls, and other mea-
sures intended to stimulate investment, 
all of which damage the rest of the 
economy by distorting production, im-
pairing incentives to work or save, and 
erecting a costly apparatus of official-
dom." 
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One wonders whether Prof. Clatk had 
India in mind when he elaborated this 

point,    but precisely this is what is hap- 
i pening  in  India.     Money  is  collected 

through taxes and borrowing. Taken to-
gether with deficit finance, these consti-
tute a large dent in the finances of the 
nation. There is no doubt that a reduction 
in taxation to a reasonable level, will 
stimulate growth all round. It is not only 
total capital accumulation and investment 
that is the most important factor in 
growth, but the pattern of capital 
formation and expenditure. The efficiency 
or otherwise with which capital is invested 
and managed also decides the level of 
development. The planners' pre-
occupation with the size of the outlay, to 
the almost total exclusion of the quali-
tative factors affecting growth, is an un-
fortunate thing in this country. In the 
context of the present unhappy economic 
situation, these attitudes must change. 
Otherwise, the depressing performance of 
India over the past decade would be re-
peated all over again. 

Now, I will take the specific proposals. 
As regards indirect taxation, the impact of 
the new excise duties on cotton yarn and 
cloth would prove burdensome to both 
industry and consumers. The problem has 
to be looked at specially in the context of 
the overall stock position in the cotton 
textile industry. As is known, since the 
last six months or more the industry is 
facing an unprecedented problem of 
monetary stringency and several fac'ors 
have combined to aggravate the situation. 
Even at the end of January 1966 the 
stocks amounted to nearly 3,31 lakh bales 
(each bale is 1500 yards). The stock 
position has to be viewed in the context of 
the lower production of cot'on textiles in 
the year 1965 as compared to 1964. In 
other words, even with a relatively small 
production, stocks are much higher than 
they were in the corresponding period last 
year. 

In a situation like this, it passes mv 
comprehension as to how it is advisable 
to increase excise levies which will res-
train demand and create further problems 
due to increased accumulation of stocks. 

I understand that the total burden of 
excise levies and cesses on the finest fab-
rics viz. sanforised will amount to about 
97 paise per square metre if effect is 
given to the budget proposals. The tax 
component on certain varieties may thus 
amount to over 50 per cent, of the point 
of manufacture and it is a moot point to 
consider as to whether an industry which 
is passing through a critical period should 
be asked to bear such a heavy burden. 

I would also like to submit that it 
would be inappropriate to proceed on the 
assumption that the increase in excise 
duty would not be borne by any excepting 
the consumers in the higher income 
groups. Today fine varieties of fabrics are 
purchased by all sections of the public. 

SHRI   KHANDUBHAI K.   DESAI : 
Is the fine variety being produced so 
much that all sections of the public use 
it? 

SHRI BABUBHAI M. CHINAI : My 
friend who is associated with the textile 
industry for a long time does not know 
the distinction between fine and superfine 
varieties. 

SHRI KHANDUBHAI K. DESAI : I 
know. 

SHRI BABUBHAI M. CHINAI : 
Superfine variety I know is of a very 
negligible quantity, but so far as fine 
variety is concerned, it is nearly 14 per 
cent, of the total producton of this 
country. 

The proposal for increased tax burden 
has also to be viewed in the light of the 
scheme of voluntary levy on imported 
cotton that has been devised by the 
industry in consultation with Govern-
ment. As is known, this step is intended to 
subsidise exports. The net result, however, 
will be that with the enhancement of 
excise duty along with the voluntary levy 
by the mill industry, the price rise would 
be considerable. The average consumer 
would not realise the element of tax and 
other components in 
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the price and would blame the mill in-
dustry ;ind the industrialists for high 
prices. 

I, therefore, strongly feel that the ad-
ditional levy proposed in most inoppor-
tune and if not withdrawn will create 
additional problems for one of our most 
important industries which, as you know, 
is passing through a most critical period. 

My submission, therefore, is that the 
proposal for increased excise levy on 
cotton textiles and yam should be reviewed 
and a move initiated towards decontrol of 
cloth beginning with decontrol on 
superfine fabrics. 

Secondly, I wish to refer to the excise 
duty on straw boards. The Finance 
Minister has gone some way in 'rationa-
lising' the duty concessions with a view to 
reducing disparities in the quantum of 
relief admissible to different units which 
commenced production at different pe-
riods. However, even now there is an 
element of discrimination between old 
and new units, the later attracting a higher 
incidence of duty. I for one do not 
understand as to why the units that have 
come up before 9th November, 1963—I 
do not know what is the sanctity of this 
date—should, enjoy a favourable 
treatment vis-a-vis the new units. 1 would 
strongly suggest that all the units should be 
put at par by reducing duty on new units. 

Thirdly, there is the proposal to in-
crease the rate of sales tax on inter-State 
sales by 50 per cent, which has to be 
examined in the light of its effect on the 
cost of production of various goods. These 
costs would go up substantially by reason 
of the fact that not only the finished goods 
but the various spares, components and 
accessories which are required in the 
manufacture of a finished product will all 
be subjected to increased rate of taxation. 
Such a situation, apart from militating 
against the effort to hold the domestic 
price line, will particularly have an 
adverse effect on the competitive capacity 
of our various goods and products in the 
export markets. 

I would also like to draw the attention 
of the House to the hardship caused to the 
goldsmiths by the continuaion of the Gold 
Control Act. Although the object of the 
Act was to reduce smuggling and conserve 
gold supplies, in actual fact, the scheme 
has miserably failed to achieve its 
objectives and on the contrary has caused 
undue hardships, in some cases with fatal 
results to artisans engaged in the gold, 
manufacturing trade. Further even now 
gold is available in any quantity 'at a 
price'. Therefore, the Act which remains 
only on paper and in name should now be 
scrapped for all practical purposes. 

To sum up there are two important 
objectives to be achieved. One is to 
revitalise the capital market and the other 
to keep the price line. As regards the 
former it is necessary to reduce the bur-
den of taxation both on corporate and non-
corporate assessees. Further all steps 
should be taken to see that money is 
freely available for productive purposes. 
In this connection I would suggest: 

(a) Surcharge on incometax espe-
cially in regard to earned in-
come should be abolished. 

(b) Corporate tax on public compa-
nies should be reduced from 55 
to 524 per cent, and private 
companies from 65 to 621 per 
cent. 

(c) Bank rate should be reduced so 
that the cost of credit to the 
corporate sector is within rea-
sonable limits, 

(d) Finally, expenditure on non-
developmental projects should 
be curbed to the maximum ex-
tent. 

As regards keeping the price line it is 
necessary that excise levies on important 
consumer goods should be reduced to 
reasonable limits : 

(a) For instance excise on cotton 
textiles should be reduced, and 
if that is not possible, control on 
superfine cloth should be 
abolished. 
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(b) Inter-State sales-tax should be fixed 
at a reasonable level. 

Further I also feel that the Gold Control 
Act should be abolished so that the hardships 
of the artisans engaged in gold manufacturing 
trade is reduced. 

Before concluding I would like to make a 
reference to clause 15(bj of the Finance Bill 
which provides that a contract for a deferred 
annuity on the life of the assessee which 
contains a provision for the exercise by the 
insured of a cash option in lieu of an annuity 
will also be regarded as a contract eligible for 
rebate of income-lax. But since the 
amendment is being given only prospective 
effect, persons who look insurance policie on 
the assurance given by the Life Insurance 
Corpo a:ion of India that the rebate of tax 
would be available are being put to loss which 
is not fair. Therefore, I request the Finance 
Minis er that he should give a retrospective 
effect to this clause.    Thank you. 

SHRI GOPIKRISHNA VIJAIVARGIYA 
(Madhya Pradesh) : Mr. Vice Chairman, I rise 
to support the Budge' presented by our present 
Finance Minister, Shri Chaudhuri. The current 
year's income is expected to be Rs. 2,469 
crores and the expendiiure of the current year 
is to be Rs. 2.187 crores. Thus this year's 
account will show a surplus of Rs. 282 crores. 
Taking the capital budget also the deficit will 
be Rs. 165 crores. 

For the coming year's budget, the income is 
estimated at Rs. 2,617 crores and expenditure 
at Rs. 2,407 crores. Thus there will be a 
surplus of Rs. 209 crores. Now taking also the 
capital budget the deficit is estimated to be 
Rs. 117 cro-es. This year we have new 
taxation of Rs. 101 crores. 

The last few yeas have been years of great 
stress and strain. In 1962 we wit-ne sed 
massive attack bv China. In 1965 we bnd 
infiltration and aggression by Pakistan 
culminating ultimately in the Tashkent 
Declaration. Though Pakistan have declared 
that <hev will nnt use force. I am very 
doubtful that thev would remain peaceful.   
We cannot slac- 

ken our vigilance against these two neigh-
bours. This means that our defence measures 
have to go on. 

The second point is that the failure of the 
monsoon and the failure of iwo crops have hit 
the entire economy very much and have upset 
our planning and our ent ire    budget. 

The third difficulty is that the foreign 
countries have stopped their aid during this 
time. Although all these difficulties are 
temporary ones there are many political 
parties and even some of our own partymen 
who have begun to become pessimistic and a 
kind of crisis of confidence, a crisis of self-
confidence, has grown in them. Although this 
year's failure of monsoon was a very unpre-
cedented event, we hope that we shall tide 
over the difficulties with courage. We should 
not lose courage at all. That is my thinking. 
There is an old saying in Sanskrit— 

 
That is, even in dis'ress we should not lose 
courage. The Finance Minister, in fact, had 
very little time to prepare his Budget and st 
11, wi hin a very short time, he has been able 
to present a realistic Budget and for that he 
deserves congratulations. But the main point 
is, although th? situation is difficult, we 
should not L'se courage, we should not lose 
faith and confidence in our own principles. 

About the ideologies and principles of the 
Congress and of our Congre s Government, I 
am of the opinion that we should not give up 
the objective of socialism. Our socialism is of 
a pragmatic type, it is not of a dogmatic type 
at all. We cannot give up the principle of 
serving the poor, of raising the living 
standards of millions of our countrymen and 
of leading them towards an egali-ariati 
society; we should not encoura-age 
concentration of weal h in a few hands to the 
detr'ment of the society. Pandit Nehru used to 
say that in this country of 500 millions, the 
circumstances are such—ours is an under 
developed country also—that socialism alone 
can be the principle that we can adopt.    In 
this year when   two    crops 
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have failed, it is very natural for the 
Federation of Indian Chambers of Com-
merce and Industry which met recently or 
for parties like the Swatantra Party to 
begin a propaganda of failure of planning 
or'of ideology. Recently, the FICCI has 
demanded for the removal of all controls 
and restrictions and resorting to a kind of 
laissez-faire policy. I see among those 
people only a failure of their self-
confidence which is very bad at this 
juncture. Let us hope that nature which 
has failed us this year will not fail us in 
the coming year and that our crops will be 
good. Only the other day in this House 
Shri Subramaniam, the Food Minister, 
explained to us how during these 
difficulties some perverted political parties 
were misusing the natural crisis to create 
confusion, chaos and violence in the 
country. He also enumerated that he was 
going to take steps to improve the 
situation, to improve our food position 
and agricultural production, and Sri 
Subramaniam made it clear that he wanted 
to revolutionise agriculture by new 
science, by new technology and by the 
science of genetics side by side thereby 
multiplying the grain yield very much. Let 
us hope that we shall tide over this 
difficulty and we shall not lose confidence 
in our own principles. Then we shall have 
enough money and resources to meet our 
defence commitments and go on with our 
development. 

Sir, a very noted economist, Prof. K. N. 
Raj, of Delhi has delivered very 
thoughtful lecture* in January, 1965. 
They are a year old no doubt but he has 
very ably argued that the economic picture 
of planning in India is not so gloomy, that 
the failure of the monsoon is only a 
temporary phase, and he ha-araued that 
pess mism is not at all necessary. He has 
compared Indian economic growth with 
that of Japan and China and has pleaded 
that we should nor depend entirely on 
foreign assistance and should have self-
reliance. Self-'eliance was the slogan 
g'ven bv on-- late Prime Minister, Shri 
Shastri. and our present far-sighted Prime 
Minister, Indiraji. has also stressed this 
term 'self-reliance'. 

I want to warn about one policy matter 
also. Inviting some foreign capital is good 
for India but inviting too much of foreign 
private capital will not be good for us. 
This will also be against the principle of 
self-reliance. The Finance M inister in his 
Budget has given importance both to 
defence and development. Both are 
imperatively needed for our country. He 
has provided Rs. 797 crores for the 
Defence Services and for the Plan outlay 
he has provided Rs. 2,081 crores. He says 
that he has tried to keep the Government 
expenditure as low as possible. But I wish 
that he should have reduced Government 
expenditure still further. 

Sir, I have been in this House for the 
last 12 years and I have been an ardent 
supporter of planned development. But 
every year I have also been telling that we 
should improve ihe administrative 
machinery. If there is corruption and 
delay in administration, no scheme, «ither 
capitalist or socialist, can succeed. Under 
the leadership of the late Shastri-ji, it was 
good that we could amend article 311 of 
the Constitution which deals with the 
services, to improve the administration. 
Also Shastriji and Nandaji established an 
Administrative Reforms Department. And 
the Administrative Reforms Commission 
has been established under Morarjibhai. I 
was a member of (he Consultative 
Committee on Administrative Reforms 
and I can say that this is a very important 
reform. I think we should radically change 
the administrative system. 

Sir, I would like to thank the present 
Government and the Present Prime 
Minister for having enunciated steps for a 
Punjabi Suba—I am touching a very 
controversial point here—on the basis of 
language. If those who had not accepted 
part'tion were to devote their energies to 
persuade all people to accept the Punjabi 
language, the whole Punjab, as it is, can 
remain as one unit. I, however, strongly 
deprecate any disruption of the social 
relations between the Sikhs and the 
Hindus and any violence. Unity of heart is 
very much necessary today. The Pr'me 
Minister, Indiraji, has rightly analysed 
that this is a pre-election   year 



3539 Budget (General) f 17 MAR. 1966 I 1966-67 3540 

and that the various parties are trying to 
become popular. But violence, looting, 
arson, destruction of Government 
property, all these are not good methods 
of becoming popular. These are all 
methods that will destroy the adminis-
tration of the country and our democracy 
and our Constitution. I am one of the 
builders of the Constitution in India and 
as a member of the Constitution 
Assembly, I wish that every citizen of our 
country treated the Constitution as a 
sacred thing. We can carefully amend it 
but should not destroy it. All the citizens 
in the farflung States and on our borders 
like Assam, the Mizo Hills, etc. are 
brethren. I would appeal that they should 
appreciate the freedom and the 
fundamental rights and the present federal 
system of Government enunciated by our 
Constitution. While keeping the States 
intact, a stable Government with 
sufficient powers at the Centre is there 
and they should adopt a constructive 
mind and there should be unity of mind, 
not a disruptive nvnd, in this great 
Republic of ours. It is a matter of the 
highest, glory and pride for us that we 
have a Republican Constitution, a secular 
Constitution and also that at present an 
intelligent and capable lady is the head of 
our Government. To make a lady our 
Prime Minister is a symptom not of 
weakness but it is a proof that we are a 
very highly civilised people in this wide 
world. I would appeal that every Member 
of bMh Houses of our great Parl'amen.t 
should leave out all prejudices and give 
full co-ooeration and support to Shrimati 
Indira Gandhi and make her a complete 
success in her difficult task and her great 
burdens. 

I have to say one more point. I come 
from Madhya Pradesh and in the 
formation of the new Madhya Pradesh, I 
have played some imnortant role. Madhva 
Pradesh is reallv like the heart of India 
and should be made strong. In every 
Budget speech of mine I have been 
appealing to the Central Government to 
give more substantial help to improve 
agriculture, to improve industry and to 
imnipve the conditions of backward 
people in my State and to improve the 
communications.    I   endorse   all     the 

various demands made on behalf of our 
Members of Madhya Pradesh who have 
dealt with these in detail and request that 
ths Central Government should heed the 
demands of Madhya Pradesh. 

One more point, Sir, and I have finish-
ed. Shri Tulsidas Jadhav has made a 
suggestion in the other House for setting 
up a National Board for Freedom 
Fighiers. I think that such a Board should 
be formed at present. The old freedom 
fighters are in great difficulty. They 
cannot get even medical treatment. 
Therefore, this kind of Board is very 
necessary. For the Budget I give my 
wholehearted support. 

SHRIMATI     MOHINDER     KAUR 
(Punjab): Mr. Vice-Chairman, Sir. I 
congratulate the Finance Minister for 
having resisted the temptation to burden 
the country at this juncture with deficit 
financing. I wish I could say something 
about his counterparts in the States. Most 
of the State Budgets this year, Sir, have 
been deficit Budgets having resorted to 
deficit planning. It is not a healthy sign. It 
is a very bad trend because the ultimate 
responsibility to make good the deficit 
financing in the States falls on the Central 
Government and it is, therefore, that the 
Central Government has to resort to 
public borrowing and raising public loans. 
They have to resort to heavier measures of 
taxation which is bad. I feel the State 
Governments should not be encouraged in 
that respect. 

Sir, a welcome feature of this year's 
Budget is that, contrary to expectations, 
the Defence Budget has not gone up very 
much; it has only increased by Rs. 29 
crores which is nominal. But I must say 
that certain aspects of the Budget have 
left me with a sense of disappointment. I 
will come to the Expenditure Tax. The 
reasons that the Finance Minister has 
given for abolishing this tax are not very 
convincing. First of all, in principle it is 
wrong to reverse the measures taken by hii 
very able predecessor wthout giving them 
a fair and reasonable trial. After all, the 
tax was there only for two years and for 
the Finance Minister to have come to the 
conclusion that it is not commensurate 
with the administrative cost involved is 
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not very convincing because the period is 
much too short for him to have come to this 
conclusion. 

Secondly, the reason, as I understand it, 
why this tax was ever introduced in this 
country was very different from the reason 
that the Finance Minister has stated for 
abolishing this tax. As I understand, the first 
primary object of introducing the Expenditure 
Tax in this country was to plug loopholes 
against tax evasion such as Wealth Tax, Estaie 
Duty, Income tax. Gift Tax. Now we are 
removing this plug by abolishing this tax. The 
reason that the Finance Minister has stated for 
Its aboliiion is that the loss of revenue would 
be Rs. 60 lakhs only. I do not agree with him. 
Indirectly there will be a much greater loss to 
the exchequer. 

The second reason for having introduced 
this tax in this country was to stop 
unproductive and estentatious spending. By 
removing this tax we are going to encourage 
unproductive and vulgar display of wealth by 
the wealthy classes in a country where 
millions of people, our countrymen, do not 
even get two square meals a day. 

Now, Sir, the loss of revenue from the 
abolition of Expenditure Tax and the various 
concessions that the Finance Minister has 
given to the corporate sector have gone a long 
way in preventing an additional burd n that is 
placed on the common man by increasing the 
excise duty on essential commodities like 
sugar, cloth and diesel oil. 
Sir, I do not find any justification for the 
hon'ble Finance Minister 10 have raised the 
excise duty on sugar when the country is 
faced with acute food short age and in a 
country like India where the average calorific 
consumption is very poor—it is one of the 
lowest—sufjar is the main energy-givng 
source. There was n.o reason for him to have 
increased the excise duty on sugar when we 
are surplus in sugar. We are producing (thing 
like 33 lakh tonnes of sugar in this country 
whereas our consumption is only 28 lakh 
tonnes. We are lefl in this country with a 
surplus of 5 lakh 

tonnes. 1 feel that the proposed increase in 
excise duty on sugar is not justifiable at this 
juncture. 

Now, Sir, I will come to diesel oil. On this 
subject I have been pleading since long and 
my pleading has been a cry in the wilderness. 
Last year too. speaking on the Budget, the hon. 
Finance Minister at that time had given an as-
surance to this House that he will try and 
device some ways and means of providing to 
the farmers diesel o 1 at a subsidised rate. 
Nothing has been done to that effect. We feel 
disappointed because in this country, when we 
are faced with acute food shortage and we are 
making every conceivable effort to overcome 
that shortage, are we only paying lip sympathy 
to agriculture? What are we doing in practice ? 
Are we giving the farmer adequate incentive? I 
shall tell you presently whaf is happening. 
Come to my State of Punjab. We have goi over 
23 lakhs of farmers and 10,000 tractors. The 
average consumption for these 10,000 tractors 
is 20 million litres of diesel oil. Then we have 
similarly 15,000 diesel engines which are used 
for lift irrigation purposes. The approximate 
consumption of these 15,000 diesel oil engines 
is 20.7 million litres. So the total approximate 
consumption of diesel oil in Punjab for 
agricultural uses comes to something like 40.7 
million litres. This addi;ional duty that the 
Finance Minister has proposed on diesel oil is 
going to place an additional burden on the 
Punjab farmers to the tune of Rs. 30.5 lakhs I 
have quoted all these figures to you because I 
would like the House to consider the burden it 
is going to place on the farmers of the country 
and how it is going to hamper his enthusiasm 
to take to mechanised farming. Unless the 
farmer takes to mechanised farming, unless the 
farmer takes to modern agricultural methods, 
we cannot increase production in this country. 
Mere speeches, mere slogans or appeals are 
not going to overcome th's p-oblem. Wc have 
to take proper steps and give every 
conceivable concession to the farmer. 

As I told you, in my State the consumption 
of diesel oil by the farmers is 40.7 million 
litres.    Even that   is    not 
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available and the cost of oil somehow is not 
commensurate with the produce that the 
farmer gets out of the land. Then how will he 
use this diesel oil ? Th-result is that some of 
the farmers have started using mixture of 
kerosene and mobiloil which is a great 
national loss because it shortens the life of the 
engine. I feel, Sir, that if the Finance Minister 
does not scrap this duty, we are neve* going 
to overcome this food shortage in the country. 
After all, what the Finance Minister proposes 
to get by way of this duty is only Rs. 5.35 
crores. Is it worth it—all this trouble ? In all 
humility I shall plead with the Finance 
Minister not to put this additional burden on 
the farmer at th's stage and to scrap this pro-
posed duty; 
1   P.M. 

I do not see any serious attempt being made 
in this Budget to curtail civil expenditure. 
When the Finance Minister calls upon the 
people of this country to tighten their belts, 
what has he done ? After all the Government 
must come forward and set an example by 
curtailing the civil expenditure. I do not see 
any serious attempt being made and I will very 
humbly submit to the Finance Minister that he 
must come and set an example to the people 
by curtailing the civil expenditure and there is 
certainly a great need for economy there. 

Again, summing up what I have said, I 
shall again appeal to the Finance Minister to 
scrap this duty on sugar at this stage as well as 
to scrap the duty on diesel oil in the interests 
of the agriculturists of this country because if 
it is not done, it is going to have a very de-
pressing effect on the agricultural economy of 
this country. I shall humbly submit to the 
Finance Minister to again reconsider his 
proposal for abolishing the Expenditure Tax 
because I feel that the reason he has stated for 
abolishing this tax is not satisfactory. Perhaps 
the: F'nance Minister did not have sufficient 
time to go into all aspects of it. So he should 
take his time and reconsider it. I very humbly 
make this submission. 

THE VICE-CHAIRMAN : (SHRI M. P. 
BHARGAVA): The House stands adjourned 
till 2.30. 

The House then adjourned for 
lunch at two minutes past one of 
the clock. 

The House reassembled after lunch at half-
past two of the clock, the VICE-CHAIRMAN 
(SHRIMATI TARA RAMACHANDRA SATHE in 
the Chair. 

PROF. SATYAVRATA SIDDHAN-
TALANKAR (Nominated) : Madam Vice-
Chairman, the Finance Minister deserves to be 
congratulated for having presented the Budget 
in an extraordinarily short time. He had hardly 
two months at his disposal and judging the 
stupendous task he had before him, he has 
acquitted himself creditably. 

The Budget is generally criticised for 
levying of fresh taxes but we must realize that 
in a developing economy, taxes are inevitable. 
If the national and per capita income are 
increasing the nat on must pay for the 
developing economy out of its increased 
income for it is the developing economy that 
increases the nation's income and it is out of 
that income that we pay for the development 
of the economy. 

Now ihe figures from 1960 to 1965 both the 
national income and per capita income clearly 
show that the nation as well as the individual 
are moving towards affluence. The figures for 
national income at 1948-49 prices are : 

 
Compared to 1960-61, the national income 
has increased to 2,200 crores and compared to 
1963-64, in one year, the national income 
increased to 1,020 crores. With such an 
increase in the national income it does not lie 
in our mouth to say that taxes should not bi 
increased.    The figures for the increase 
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In per capita income also, compared to 
1960-61, the increase in 1964-65 has 
been to the tune of 21.2. 

So if the national income has increased 
and the per capita income has also 
increased and we have to maintain the 
tempo of the developing economy, then 
fresh taxes have necessarily to be im-
posed. 

Besides, we have been faced both with 
external aggression and internal disturb-
ances. Situated as we are we are bound to 
increase our defence budget. The country 
cannot take any risk's now, and so com-
pared to 1964-65 when our defence ex-
pense was Rs. 805.80 crores, In 1966-67 
it stands at Rs. 918.27 crores, that is Rs. 
113 crores more than the previous budget. 
This I think is very legitimate increase 
and the Finance Minister cannot be 
criticised for it. 

So if the economy has to be a develop-
ing economy and defence has to be a sine 
qua non, thea how to meet all th i expense 
if not by extra taxes? These taxes must be 
on luxury goods, on goods which primarily 
concern the rich and not the poor. This is 
as evident as the daylight. Taxes on 
match boxes, kerosene oil and diesel oil 
will and do affect the poor, there is no 
doubt about it. In their place taxes must be 
imposed on all such goods which are 
primarily and exclusively used by the rich 
and for luxury. For, though national 
income has increased and per cani'a 
income has also increased, still the rich 
have grown richer and the poor have   
grown poorer.   The 

poor man in our economy is still underfed, 
he is still underclothed, he is still 
unsheltered. Any tax which affects the 
underdog of our society is an unfair tax. 
We must seriously consider as to where 
the increase in national income has gone, 
for though there was an increase In 
national income in 1962-63 as compared 
to 1960-61, the increase being from Rs. 
12,730 crores to Rs. 13,310 crores, still 
the per capita income in 1960-61 and 
1962-63 remained practically the same. 
This means that the nation as a whole 
gained whereas the individual as an 
individual did not gain. But, how is it 
possible that the total income of the nation 
increased by Rs. 580 crores but the per 
capita income stood standstill? This could 
be possible on the assumption that though 
the income of a few individuals increased 
still the income of many many others 
decreased. Now this is not a healthy sign, 
of our economy. In a socialistic society it 
Is from the bottom that the levelling up 
must start. Unfortunately the man upon 
whom the social structure is being raised 
is economically in a ruined state, foodless, 
clothless, shelterless, forgotten by the s 
cieiy and forgotten by the Finance 
Minister. To whom has the affluence of 
the nation passed? The answ.T to this 
query is to be found in the pages of the 
Report of the Monopolies Enquiry 
Commission. The Commission has opined 
that the economic power has concentrated 
in a few hands. In terms of total assets 
owned, the Tata group wiih 53 companies 
possessing toial assets of Rs. 417 crores 
tops the h Birlas owning 151 companies 
possessing total assets of Rs. 292 crores 
comes next. So, with our economic poli-
cies we are faced with the paradox of the 
il ncome increasing and per '• inita 
income increasing in the case of Tatas and 
Birlas. but decreasing in the case of the 
millions of the people for the betterment of 
whose lot we are never 'ired of 
proclaiming from housetops that ours s a 
socialistic state. These thoughts are worth 
cogitation by the Finance Minister. This 
Budget reflects and affects the economy of 
the country as a whole. For an economv to 
be a sound economy it must be a self-
generating economv.    By self-generating    
economy    I 

,'lProf. Satyavrata Sidhantalankar] 
of per capita income at 1948-49 prices 
are as follows: 
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mean that it must pay its own way. Our . 
total capital investment in all pubic sector 
undertakings includ.ng departmental 
expenses at the close of 1965-66 was said 
to be about Rs. 4251.50 crores. As against 
this, profits and dividends from these 
undertakings were placed at Rs. 44.53 
crores, giving a return of 1.05 per cent. 

How can an economy giving a return 
of 1.05 per cent, be a self-generating 
economy ? I do understand that these 
figures are not very reliable and these 
figures are also pliable, but the fact re-
mains that our public sector undertakings 
give us much less yield than we get from 
private sector undertakings where the 
stake is personal. So long as our economy 
does not become self-generating and self-
supporting, the economy will always be in 
a bad way. Our economic structure mainly 
rests upon loans and debts for which we 
have to pay exorbitant interest. In 1955-
56 we were paying Rs. 91 crores as 
interest on loans contracted, in 1965-66 
the amount of interest to be paid by us rose 
to Rs. 367 crores, and in the current 
financial year we shall have to pay Rs. 
410 crores as interest. Now this is a 
danger signal to our economy. From one 
end we gain while contracting loans, from 
the other end we lose by way of paying 
huge interest. Unless these public 
undertakings are properly managed the 
nation will have to pay through its nose the 
debts contracted and the loans undertaken. 
The Finance Minister has said that the 
Budget is production-oriented. It is a very 
welcome statement. We want agricultural 
production. We want industrial 
production. The question is, whether in 
actual practice, shall we really have 
production stimulated ? The Finance 
Minister can only offer finance. He 
cannot supply men who will have to deal 
with production. I tell you and tell you 
with all the emphasis at my command, 
that the administrative machinery that has 
to look after production is thoroughly, 
cent per cent., de-production-onenled. It 
is there to obstruct any effort that may 
accelerate production. For every industry, 
big or small, one has to deal with the 
Secretary, Joint Secretary, Deputy 
Secretary, Under Secretary, Section 
Officer   clerk   typist, 

the peon at the gate, the receptionist, and 
all the rest. As soon as you enter this 
administrative set-up, the reaction of ihis 
whole army of de-production-orient-ed lot 
is: "Why have you come here? We have 
no time. The Secretary is on tour. The 
Joint Secretary is taking tea. The Under 
Secretary is on leave. The Deputy 
Secretary knows nothing of your case. The 
Section Officer will be able to meet you 
only after a month. If you wish, you can 
have a chat with the clerk and the typist, 
and go away cursing the day when you 
thought of embarking upon an industrial 
venture." If after moving like a shuttle-
cock from office to office, and Secretary 
to Secretary, for months and months, and 
years and years, you meet the right man 
who is responsible to help you, he will not 
say : "How can I help you?" He will tell 
you how he has been obstructing you, and 
how he will further continue obstructing 
you. This is the negative approach of our 
administ r a t i ve  suill. that is de-
production-oriented, from whom you want 
production. I would suggest that, in every 
Department, the Minister concerned 
shoold himself study the case of every 
industry, keeping this army of de-pro-
duction-oriented Secretaries and their 
retinue at bay, and inviting the represen-
tatives of the particular industry to state 
their case, and decide things in a day, 
things which at present are taking and —it 
is to my knowledge—have taken years 
and years, to the detriment of the nation's 
economy. If the Minister finds it too 
engaging a task, then I would suggest that 
in every Ministry, that is meant to be 
production-oriented, a Committee should 
be set up consisting solely of Members of 
Parliament, who should examine every case 
purporting to augment the agricultural or 
industrial production of the country, 
which is lying buried in the gubernatorial 
files of these de-production-oriented red-
tapists. De-production sm. which is the 
war-cry of departmentalism, has to be 
counteracted by counter-departmentalism 
to accelerate productionism. The Finance 
Minister, and every Minister for that 
matter, should send a green signal to 
everyone in his department that if a 
production-oriented and exchange-earning 
scheme is sot instantaneously help- 
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[Prof. Satyavrata Sidhanta' inkat] sd, then 
the persons concerned, however Jig, will be 
sacked. Then only the Sudget will 
successfully be produ:tion-sriented; 
otherwise, it will end only in i tall talk. 

With these words, Madam, I support the 
Budget. 

"To establish a socialist society, the fore-
most aim lias to be the removal of poverty 
with all its attendant evils." 

 

" The Budget of the Government of 
India is a major instrument for implement-
ing our plans and policies." 
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"Progress in our country is to be measured 
in terms of the success achieved in creating 
adequate employment and in ensuring for 
every family a minimum standard of the 
essential needs of life, such as food, cloth-
ing, housing, education and health." 
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(Time bell rings) THE    VICE-

CHAIRMAN  (SHRIMATI TARA 
RAMACHANDRA SATHE ) :  Yon will have 
to wind up. 

SHRI DEOKINANDAN NARAYAN : I 
will take five or seven minutes because I am 
not going to ask for your indulgence hereafter. 

 
"such 

extraordinary   forms    of external 
assistance"  

"No self-respecting nation can ever look 
upon external assistance as a substitute for 
reasonable effort on its own part or as a 
continuing feature of its economy". 
3 P.M. 
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SHU I DEBABRATA MOOKER JEE 
(West Bengal) : Medam Vtec-Chairman, I 
respectfully agree with much that has 
fallen from my wtoero-e;l friend who 
spoke immediately before me but one 
thing strikes me and that is this. The 
question of prohibition which he has 
raised is indeed a fund*1 menial question, 
a question into which enter all sorts of 
considerations, ethical, financial and 
other. There it no denying the fact that we 
have to build our character as a nation and 
however good a Budget that we might 
succeed in framing 1 do not think that we 
shall get the best out of it unless we 
moulded our national character. Indeed a 
Budget is not merely a statement of 
expected receipts and projected expen-
diture; it is very much more than that In 
order that you might truly assc«* the 
value of a Budget and determine whether 
the nation is making prcgres* have to 
have a.comnlete conspectus of the Budget 
that has gone before, of the Budget upon 
which our mind is exercised at ihe 
moment snd the Budget which is likely to 
be presented in the next year. It has 
rightly been said that the Budget is an 
instrument of policy; it is something 
which give* effect to national hopes and 
aspirationi. There cannot be the slightest 
doubt that we are pledged to a socialistic 
pattern of society. Ours is democratic 
socialism. We respect the rights and the 
dignitv of the individual man: • We are 
anxious for social justice. We haw, 
therefore, to examine the Bndpftt pro-
visions in the light of these objectives and 
if we permit ourselves to be. oblivious of 
(hem I fear we shall, be failing in our da 
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(Shri Debabrata Mookerjee.J As a 
socialistic State it is the prime duty of 
Government to feed the people, to clothe 
the people,    to    house   the people, to 
educate the people  and to provide for them 
medical facilities. The question is how far 
these objects can be achieved  by  the  
Budget that  has been  presented  by the 
Finance  Minister.    It is said that the 
Budget  is  a production-oriented    Budget.     
Madam, I  feel  free  to confess that  I  am 
not competent to     express     any     
opinion authoritatively upon    the various    
formulations of policy emerging from the 
Budget but  1  think  I  can  safely  say that 
the Budget as framed takes account of the 
primary objectives  of  a  socialistic State.    
It has not forgotten the man  in the street, 
the common man; it has not forgotten the 
claims of the corporate  sector  to  
sympathetic  consideration; it has not 
forgotten the claims to a more lenient 
consideration of the individual citizens so 
far as taxes are concerned.    But still     
there     may be scope  for criticism;  but 
that  criticism has to be made against the 
background of the most important fact that 
recently we suffered from external 
aggression, and we had to provide for that. 
There is  also a  continuing  threat of 
aggression from one of    our    
neighbouring countries, namely,     China.       
Unfortunately, there have also been    
recently internal disturbances but that is a 
law and order problem.   We cannot ignore 
the fact that we have a difficult neighbour 
just at   the   moment    and   this Budget 
would not be realistic     unless we took 
note of our inalienable responsibility    of    
defending    the     country against  possible  
aggression.     That  has, in  my  
submission,   accounted   for  the rise in 
defence expenditure  this    year. The 
increased amount might well have been 
diverted to nation-building departments   
and  the  complaints   which   we have been   
hearing   about   the   present shape and 
structure    of    the    Budget would not 
perhaps have been     heard, had it been 
possible for    the    Finance Minister to 
divert  a  larjre part  of the defence    
expenditure    towards    nation-building 
Activities. 

Madam, it is true that we must have 
a self-eenerating economy; we must be 
self-sufficient. But       *elf-sufrtciencv 

cannot very  well  be brought about in the 
course of a few years.    We have been 
independent for about  18  years There    
are    hon.   Members    of    this House who 
seem to feel that this period of  18 years 
has been wasted, that we have not even 
made an honest effort to be self-supporting.    
I am     afraid. Madam, I cannot agree    
with    them. There have been difficulties of 
a very grave character threatening the 
integrity  and  sovereignty    of    this    
nation. Those  difficulties  had  to  be  met  
and we are  grateful to Providence that at 
the present moment there is no hot war 
going on.    But we had just the other day a 
shooting war between ourselves and   our   
neighbour   Pakistan.    These are the 
realities of the situation which cannot be 
forgotten.      Madam,    textbook maxims  
are all very well.  It is good to listen to 
them.    It is necessary to bear in mind the 
fact that we are a socialistic  State and must 
be prepared to find food, cloth and shelter 
for the common   man.     That   is 
undoubtedly the primary duty of the 
Government If after a sustained effort to 
provide the bare necessities of life the 
Government does not succeed in doing so, 
they will justly   deserve   the   censure   of   
the House as well as of the country.    But 
please remember    that    wo    have    had 
strenuous times.    I am not    pleading for 
the Finance  Minister; he is competent  to  
take  care of    himself; I am only asking 
the House to consider dispassionately the     
facts     and     events against  the 
background of which  this Budget had to be 
framed.    I agree. It is not  right that we 
shut our eyes to the disquieting features of 
the economy, must be   admitted.      There   
has  been There has  been    inadequate    
performance of the economy as a whole.   
That sluggishness in the capital market.    
No one can deny that.   There    has    been 
considerable   pressure  on  our   balance of  
payments   and undoubtedly     there has 
been a rise in the prices of essential 
commodities.    These are the main factors 
which,  besides external aggression, have to 
be   taken    into   account before   we  
express  our  views on  the Budget.    The 
Finance    Minister quite properly 
expressed his resolve that he would not 
resort to deficit    financing, even so. there 
has been a slight deficit 
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in this year's Budget. If I remember aright 
it is of the order of Rs. 25 crores, but then 
it could not be helped. Keeping, therefore, 
in mind the twin claims of defence and 
development, to which has recently been 
added the claim of drought relief it is 
impossible to say that the Budget is not 
realistic. There may be scope for 
difference of opinion as to whether a 
particular type of tax is to be levied or 
not, but the fact remains that effort has 
been made to pool the resources of the 
nation and try and give the country a 
Budget, which is not only realistic, but 
pragmatic in every sense of the term. It is 
good to have an ideal in front of us. No 
effort can properly succeed in making a 
nation great, unless it is inspired by an 
ideal. That ideal is there. We are a 
socialistic State. We are pledged to the 
welfare of the common man, but at the 
same time we cannot forget the claims of 
defence and the claims, for instance, of 
drought relief in the present year. If I 
remember aright we have had to spend 
about Rs. 20 crores or more towards 
stepping up agriculture and this amount 
has had to be spent mainly because of the 
difficult situation in which we find 
ourselves on account of the widespread 
failure of the monsoon. 

There is one thing you must take note 
of and that, to my mind, has also affected 
partially the Central Budget this year. It 
appears that several of the States have 
resorted to deficit financing. They have 
made unauthorised drawings from the 
Reserve Bank. That affects the ability of 
the Central Government to meet all their 
needs and requirements. There is, besides, 
another factor. We have had to provide 
for a border security force, a kind of thing 
which was not known hitherto, and funds 
had to be found for that. It was none of 
responsibility of the States. It was the 
Centre's responsibility and the Centre had 
to meet it. Therefore, I submit that if 
unhealthy budgetary practices in the 
States are discontinued, I believe that it 
would be possible for the Central 
Government to come more effectively to 
the assistance of the State Governments. 
1.7 S S/66 

Turning for a moment to the Revenue 
Budget, you find that on account of debt 
services, there is a lump inctease this 
year. The total amount required would be 
of the order of Rs. 414 crores odd. But 
that is an increase, which nobody can 
help. You have to meet that charge. 

Under the head, administrative ser-
vices, you find that there is an increase 
from Rs. 92 crores odd to Rs. 110 crores. 
On the face of it, this seems to be a big 
increase. I have given the matter some 
thought and I am persuaded that the 
increase does not work out more than 2 
per cent or 2i per cent, a justifiable 
increase in my opinion, keeping in view 
the fact that the socialistic State is trying 
to take increasingly within its ambit the 
life and activities of the citizens of the 
country. 

Then, we come to grants to Union 
territories and States. They have gone up 
in the present Budget. The figure is Rs. 
396.30 crores is something which, I 
think, no complaint can be made. The 
States had the territorial benefit by them. 
And lastly you come to the Defence 
Services. The figure for this year is Rs. 
797.67 crores. Now, in the Budget for 
1965-66, it stood at Rs. 748.74 crores and 
in the Revised Budget it had been Rs. 
769.06 crores. This time naturally the 
Government could not allow the grass to 
grow under its feet and, therefore, the 
Finance Minister, was perfectly justified 
in increasing it to something like Rs. 800 
crores. In matters of defence we cannot 
allow ourselves to be lulled to sleep out of 
a false sense of security. So, several 
crores go that way. It is possible to say 
that the increased sum is going down the 
drain, but this I submit, with respect, that 
this is a cheap criticism, which doas not 
appear to be justified by the realities of 
the situation. 

With regard to agriculture and food, 
adequate provision has been made in the 
Budget, we must be prepared to go to any 
length for the purpose of feeding our 
people. We have to feed them at any cost. 
The cost is heavy, involving as it does, 
considerable drain on foreign, exchange; 
we cannot help it. We: can-, not possibly 
complain of the drain. U the money Is 
spent on procuring food 
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people. The question of dependence upon 
foreign imports in food is another 
question, with which we are not 
immediately concerned. Nobody will say 
that we should continue to depend on 
foreign imports for all time lo come. It is 
a matter for shame that we have to 
depend on them even now, but then facts 
have to be faced. We have to depend 
upon imported food; we cannot afford to 
take the risk and let the people die of 
hunger. We cannot, therefore, propose to 
conserve our foreign exchange and refuse 
to get food from outside. That can never 
be a correct attitude to take up. I was try-
ing to impress upon the House one simple 
fact. This budget is realistic. There have 
been concessions shown to individuals as 
regards taxes and some concessions to the 
corporate sector too. In order that the 
economy might be selt-generating steps 
have been taken. It is possible to say that 
in some cases the concessions ought to be 
a little more or you might cut corners here 
or there. But the budget taken as a whole 
does not lay itself open to the reproach 
that it forgets the common man, that it al-
lows to die in the streets, of hunger and 
thirst. That cannot be said. It is modest 
and pragmatic. If, on the other hand, you 
budget with big figures, believe in deficit 
financing, the glamour of it might be 
there, but you would, in that event, be 
budgeting for grief and disappointment, 
budgeting for failure and frustration. 

SHRI K. V. RAGHUNATHA REDDY 
(Andhra Pradesh): Madam, before I deal 
with the various aspects of the budget 
proposals, let me make it very clear that 
the concept of a welfare State does not 
necessarily mean a socialist State. A 
socialist State may have all the elements of 
welfare State, but he welfare Sate is not a 
socialist State at all. This point has been 
made clear beyond even a fantastic doubt 
by Pandit Nehru in Irs various speeches 
and writings. Therefore, let us not have 
controversy over this subject which has 
been settled by Pandit Nehru himself. 

Next, Madam, the budget proposals 
have been described by the corporate 
sector as a saga of  shattered hopes 

and a disappointing fare, and in several 
ways the corporate sector feels disap-
pointed that the concessions granted by 
the Finance Minister are not sufficient 
enough in order to induce capital for-
mation and attract equity capital. Now let 
us for a moment examine in what manner 
the taxation concessions that bave been 
given to the corporate sectoi really mean 
benefits and how within the frame work of 
law they can eas.ly circumvent even the 
measures that have been proposed in the 
Budget and the Finance Bill. 

Madam Vice-Chairman, regarding tax 
reliefs to the corporate sector, the existing 
tax of 12.5 levied on domestic companies 
with reference to the amount of their 
bonus issues will be discontinued. At 
present a dividend tax of 7.5 per cent is 
levied on the whole of the dividend de-
cleared or distributed during the previous 
year. The budget proposals have raised it 
up to a point of 10 per cent up to which 
all the dividends are exempt from any tax. 
Now if this is the legal formulation that 
had been made, in effect how it would 
work ? Bonus share is to be understood in 
terms of capitalisation of profits. Instead 
of money being paid as dividend on each 
share, this money would go in either as a 
bonus issue or it can be converted into a 
reserve. Instead of paying the dividend on 
each share which should be paid in the 
form of money, bonus shares can be 
issued by the companies. Though the 
Company Law may not have provided for 
this proposition, still the Articles of 
Association of a company can be framed 
in such a manner that instead of paying 
the dividend on the shares, the profit can 
be adjusted in the form of bonus shares 
that can be granted. If once this formula 
has been framed in the form of law., what 
would happen is, at the point when 
capitalisation of pro/its takes place, when 
the dividend is to be paid beyond 10 per 
cent which happens very rarely, and there 
are only very few companies in this 
country which can pay a dividend of over 
10 per cent—up to 10 per cent a person 
who makes a profit need not pay any tax; 
beyond this 10 per cent if there is still 
profit left, then that profit can go into 
bonus shares on which no tax need be 
paid.   Therefore, at the 
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time either of a dividend or at the po^nt 
of time when bonus shares are issued, 
since the capital gains tax on the bonus 
share which accrues on equity capital is 
removed, at all these three points the tax 
can be legally circumvented. Therefore, 
all these points of checks which the 
former Finance Minister had kept as 
guards to watch all these vulnerable 
points of tax evasion have been given up. 
The guards have been removed now, and 
I am sure that the Finance Minister had 
really taken a very sympathetic attitude 
when he had removed all these checks. 

The next point that is to be considered 
is how the capitalisation of profits can be 
further used by the process of bonus 
shares. • I will illustrate my point by one 
example. For instance, there are 29 
companies in this country which have got 
their free reserves and profits, capitalised 
profits as well as reserves, which amount 
to about two times the equity capital. 
Then there are some companies which 
have 30 times or 40 times or 50 times' 
reserve as against the paid-up capital. 
Therefore, if these free reserves in 
relation to the equity capital are 30 times 
or 40 times, instead of allowing them to 
go as dividend, what is sought to be done 
is this can be converted into bonus shares. 
Therefore, the tax which should have 
gone usually as a dividend tax is 
completely evaded. I will illustrate my 
point by citing an example. Take, for 
instance, the Sutlej Cotton Company. The 
equity capital is Rs. 15 lakhs; free 
reserves and surpluses are Rs. 445 lakhs; 
that is, it amounts to 30 times the equity 
capital. If once it amounts to 30 times the 
equity capital, instead of this money go-
ing as dividend, it can go in the form of 
bonus shares; it can go in, the form of 
reserve capital. Therefore, at these three 
points, the tax is completely cir-
cumvented legally, within, the framework 
of law. These are the benefits which the 
Finance Minister has given to the 
corporate sector for which they should 
naturally be thankful instead of 
condemning him. 

Then, Madam, the next question is the 
expenditure tax. Regarding this ex-
penditure tax, the various Finance Mi-1 
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nisters had been playing hide and seek, 
and to borrow an American expression it 
can be called economic gerrymandering. 
Poor Dr. Kaldor who had submitted his 
report on various taxation measures in 
this country on personal tax and corporate 
tax never meant that this tax was going to 
produce maximum results. He also felt 
that there would be a question of tax 
evasion but he meant this expenditure tax 
as a link in the, chain of taxation, so that 
all the gaps might be closed, because he 
felt that at a point of time when the 
personal tax reached the highest limit, 
there would be greater incentive for 
evasion. Therefore, instead of raising the 
higher limit of personal taxation on 
income level, he thought he could transfer 
it to the expenditure. This tax, Madam, in 
all humility, I submit, had never been 
tried at all. So, one cannot come and 
declare on the floor of the House that this 
has failed. We have been witnessing this 
comic tragedy of one Finance Minister 
coming and saying that this has failed and 
another Finance Minister coming and 
saying that this has succeeded. 
Imposition, removal, imposition, remo-
val—this has been going on and, again to 
borrow a phrase from American politics, 
this is economic gerrymandering— I am 
sorry to state this. In all the un-
derdeveloped countries as in Latin 
America or in Asia, you cannot escape 
Expenditure Tax. In order to conserve 
capital, in order to see that incentives to 
investments are there, this Expenditure 
Tax has to be levied so that extravagant' 
expenditure and conspicuous consumption 
can be stopped. Previously, when the 
Expenditure Tax was there, though there 
was a certain amount of evasion on that 
account, what was happening was that a 
certain amount of black money used to 
come out in the form of expenditure 
which could not be accounted for. Now, 
the white money that is available at the 
hands of the various industrialists would 
be used for the nurpose of expenditure 
which can be legally accountable for the 
purpose of calculating the profits and for 
which they would get a rebate in Income-
tax. Therefore, instead of attracting the 
black money into the onen in some form 
of exoendirure or other, we are going to 
use the white money for the purpose 
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of expenditure, for which we will be 
given income-tax rebate and exemption. 
That is the result of the removal of the 
Expenditure Tax. 

Then come the Gift Tax and Estate 
Duty and the result of the process of 
giving exemptions in Gift Tax and Estate 
Duty and giving extended limit of Gift 
Tax from Rs. 5,000 to 10,000. Though 
normally I would not like to object to a 
very honest man gifting away Rs. 10,000 
to somebody whome he likes within the 
legal framework of the Gift Tax and 
Estate Duty, a person can extend or 
spread over gifts over a period of years at 
the rate of Rs. 1,000 on when no tax is 
paid on that and finally when it comes to 
the question of Estate Duty, excepting 
fools and honest people, others need not 
pay any Estate Duty at all. I will illustrate 
my point. Suppose a person mortgages his 
property to somebody, takes a loan and 
gifts away to his sons over a period of two 
or three years, and loan can be taken back 
from his sons for redeeming the mortgage, 
and for paying back the loan taken from 
his sons, property can be handed over b" 
settlement or by a sale deed, so that what 
remains is nil balance. This is the best 
way of evading Expenditure Tax, this is 
the best way of evading Gift Tax, this is 
the best way of evading Estate Duty. The 
corporate sector has an array of legal and 
economic experts, they do not need my 
services. But for the benefit of those who 
would like to understand the various 
complications in the legal formulae 
enacted in Income-tax and other laws, I 
am illustrating this point. 

The next point of contention that has 
been raised by the corporate sector, for 
which many tears have been shed on the 
floor of this House, is that there is no 
capital formation, that the taxation 
measures are acting as disincentives for 
the formation of capital. At the very 
outset, I may state that the private en-
terprise in this country has lost its func-
tional status, only it has reached a stage 
when it has become paras'tic. Its capacity 
to exand has been lost. It can only eat into 
the vitals of the national 

economy as a parasite does in the human 
system. I will illustrate this point as to 
how we arrive at this conclusion. The 
point that they have put forward is that 
there is no capital formation, that there is 
no money r available and therefore they 
cannot raise any equity capital. To 
contest it, firstly you will have to take 
into account how much of bank credit has 
been allowed to them from the scheduled 
banks. I will give you the figures of the 
bank credit that was allowed, the public 
money that was deposited with these 
banks, which money was channelled 
from the exchequers of the private banks 
into the pockets of the private sector: 

I would very humbly ask : Where has 

all this money gone ? Has it gone into 
their pockets ? Has it gone into the equity 
capital ? Or has it gone for the purpose of 
building up the private industry? These 
are the questions which the private 
corporate sector should answer before it 
complains about taxation. 

Next, the more interesting factor is 
about the total amount of loan which the 
companies in which the directors of these 
various banks are interested have taken in 
these various years. They are— 

Rs. Crores 
In 1962 197 M 

1963 .. 228.3J 
1964 247-10 

For 1965 the figures are not available. 

I must state that each figure in each 
year is much bigger than the revenue 
collection of any of the biggest States in 
this country.   The loan* which the 
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Companies in which the directors of the 
various scheduled banks are interested have 
taken each year are much bigger than the 
revenue collections oi any oi the biggest State 
in India. Therefore, where has all this money 
gone ? Into whose pockets has it gone ? That 
is the question. And the company directors, if 
they take it into their heads, can run the 
biggest State with the loans that they have 
taken for their companies, without levying 
even a single naya paisa tax. If they want they 
can run a parallel administration or 
government. If this is the case, where is the 
question of any complaint by the private 
sector ? 

The public sector has been performing 
commendable work and it has shown results, 
which need the appreciation of ihis House. 
While we understand and appreciate the way 
in which the public sector has shown remark-
able progress in this country, we will also 
have to understand, if we do not want to reach 
the stage of stagnation, certain economic 
processes, for which I would request your 
permission, Madam Vice-Chairman, to allow 
me a few minutes more. 

The public sector produces means of 
production. Basic industries have been started 
in the public sector. The private sector, by any 
stretch of imagination, would not be able to si 
art them. That is, no private sector enterprise 
would be able to start a Bhilai Steel Plant or a 
Durgapur Steel Plant. Or it could never 
imagine constructing a project like the 
Nagarjuna Sagar Project. Therefore, basic 
industries are developed in the public sector. It 
indicates two proceses. Firstly, tlie products 
which come out of the basic industries produce 
both products which are the means of further 
production and products which manufacture 
consumer goods. I will illustrate my point. 
Take steel for instance. Steel can go into the 
consumer factories for the purpose of 
producing consumer goods. And steel can also 
be used for the purpose of extended 
reproduction, for the purpose of producing 
machines which again go in for the purpose of 
producing consumer goods. 

Now, in a co-ordinated economy, all mesa 
three branches must be co-ordinated if a proper 
planning is to be there. But what is happening 
in this country is that the public sector starts 
basic industries and offers the products to the 
private sector and in that process, the public 
sector acts as the hand-maid for the purpose of 
producing profits for the private sector. But 
this process will not go on for a long time 
because the capacity of the private sector in the 
contest of income distribution in this country 
has reached such a stage or level that, say, by 
about 1980, it will not be able to expand. The 
Mid-term Plan Appraisal is the water-shed to 
judge whether the private sector can expand or 
not. The glut in the production of text les and 
the glut in the various branches . of the 
economy are a clear indication of the fact that 
beyond 1980, if this rate of development takes 
place, the private sector cannot expand. 
Therefore, the public sector must be co-
ordinated in such a manner that the products 
that are produced in the public sector must be 
utilised in order to avert the crisis of under-
consumption. Therefore, the philosophy of 
starting consumer industries in the public 
sector whether we like it or not, stands on 
inexorable logic, and on that basis, I suppose 
the Congress President had made his appeal at 
the Jaipur Congress. Therefore, Madam Vice-
Chairman, the consumer sector must start in 
the public sector so that there might be co-
ordinated planning and we might avert a crisis 
of under-consumption. 

Already, Madam, it has been said that there 
is a glut in the production of steel. The steel 
produced at Bhilai and Durgapur, has been, 
left without a market. I am told that the 
hon'ble Minister of Steel had told the 
Consultative Committee that they were trying 
to find out ways and means of export. This 
also is another matter which should be given 
serious consideration because the export itself 
is reaching a stage of crisis. The London 
Economist has already reported that the 
30,000 workers in the steel factories in 
Germany have gone out of employment 
because they are not be able to sell the steel 
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products of West Germany. Therefore, we 
have to meet a competitive market. 

I will only mention one point and 
finish. There is quite a talk about de-
valuation. 1 know the Finance Minister 
and the Planning Minister have assured 
this House as well as the other House that 
there is no such talk like devaluation of 
the Rupee. But Mr. Bernard Bell, one of 
the Chairmen of the World Bank mission, 
seems to have submitted a report to the 
World Bank in which he seems to have 
suggested that if India agrees to devalue 
the Rupee, they would be prepared to give 
500 million dollars as loan to India for the 
purposes of developmental plana and for 
the supply of raw materials which are 
very necessary. If this proposition is 
accepted, even that 500 mil-Bon dollars 
which they are prepared to give would 
even work out to 1,000 million dollars as 
loan when it is to be repaid. In fact, we 
may have to pay even 700 million dollars 
back depending on the rate of 
devaluation. In all humility I submit this 
is only a remedy like a quack doctor 
prescribing medicines. This is a 
dangerous remedy for the Indian economy 
because, in view of the enormous loans 
we have taken, we will have to pay 
enormous interest for servicing the loans 
that we have taken. This country would be 
ruined if by any chance this proposition of 
devaluation is accepted. So, Madam Vice-
Chairman, this matter deserves our 
careful consideration. 

No doubt, the Monopolies Comrais 
sion Report has not been mentioned at all 
in the Budget. Probably it is a very big 
subject which the Finance Minister could 
not deal with within the given compass of 
the Budget Speech, but it deserves our 
great attention, because without all those 
concessions which have been given for all 
the plans that the private sector is making, 
how would the monopolies grow if really 
the taxation was so heavy as they are 
clamouring ? What is the>r answer to the 
Mahalanobis Committee Report and the 
Monopolies Commission Report ? There 
must be some answer and they must give 
some 

explanation as to how all this concen-
tration of economic power could take 
place. 

Lastly, Madam, with all the defects 
that may be found in this country, in-spite 
of all the sorrow and agony that we are 
witnessing, democracy under the 
leadership of Pt. Nehru for the last 17 or 
18 years has come to stay, and with his 
definition of socialism, I am sure, in spite 
of many dissenting voices, the people in 
this country are, strong enough to take 
this country to socialism through the 
triumphs of democracy. 

DR. SHRIMATI PHULRENU GUHA 
(West Bengal) : Madam Vice-Chairman, 
at the outset I would like to congratulate 
the Finance Minister for his exempting 
the Police force from the operation of the 
Estate Duty when killed while fighting 
the enemy. 

The present economic condition of the 
country has become considerably worse 
during the last 18 years. Thouh the figure 
of per capita income has increased and 
more money has gone into circulation, the 
money market is very tight. The shortage 
of food production has necessitated loans 
from abroad though our foreign exchange 
position is very low. I do not say, 
Madam, that we should be free from aid 
altogether, but we should move with firm 
determination toward our objective for 
self-sufficiency. 

1 feel revenue can be much more if 
there is proper realisation of revenue 
from custom and excise. The machinery 
for collection of income tax is also far 
from satisfactory. I think the Finance 
Minister must take cognisance of these 
and bring in some measure. 

The economy of our country depends 
mostly on self-sufficiency in food. The 
key to our agricultural products lies in the 
hands of our farmers. Unless the farmers 
get profitable returns for their hard 
labour, they will not take interest in 
producing more. Therefore, an incentive 
price should be given for the agricultural 
produce. 
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.. The scarcity conditions prevailing in the 
country are leading us to a very grave 
situation no doubt. There is failure of 
harvest, but that does not mean that India 
is absolutely devoid of food. The 
exaggerated picture of shortage of food, 
particularly outside the country, has also 
given a psychological setback to the 
people. In this connection 1 like to point 
out that we get different figures of 
production and deficit from .rent 
Ministries or departments. I like to say 
that whatever may be the figure, people 
expect the same figures from all 
concerned. Whenever there are different 
figures, people suspect and get confused 
and get nervous also. I like to point out 
that production and deficit figures must be 
checked before they are published. If there 
are different figures in different 
departments of the Ministries they must 
sit together and find out the correct figure 
and then inform the public. Some method 
must be found out by (he Government to 
solve this anomaly. 

Whenever there is news of any short-
age of a particular item in a particular 
area, we often get statements that there is 
no shortage in the country. The common 
people are not happy to know that there is 
no overall shortage, but they want 
essential articles like food, kerosene, etc. 
in their own area at reasonable prices. It 
is a pity that the common people are often 
deprived of essential items even when 
there is no shortage in the country. 

I request the Government to take 
speedy steps to see that the common 
people get the essential commodities, 
according to the availability of course, in 
every corner of our country. The demand 
of our common people, we must 
remember, is very simple. They want 
some food and clothing first and other 
things later on. 
4 p. M. 

Coming to the question of food short-
age, I do not want to take much, time of 
the House but I feel strongly that there 
must be na ional food policy both short-
term and long-term. The question of land 
ceiling must be taken up on the 

basis of economic holdings and the pro-
duction per acre must increase. The same 
policy should be there throughout India. 
For more production steps should be 
taken so that each land can grow at least 
two crops if not three crops. There must 
be proper arrangements for necessary 
agricultural credit to our cultivators. We 
see many plans on the paper but when we 
actually go to the tiller, we find they are 
not getting all that we find in the Plan. 
The Government should give an impetus 
to the tiller of the soil. The cultivators 
must get seeds, fertilisers, manure, etc. at 
cheap rates at the proper time, I repeat at 
the proper time, because we have often 
seen that the cultivators do not all these 
when they are actually needed. Irrigation 
facilities must be there and small irrigation 
should be taken up with great earnestness. 
Steps should be taken to see that the 
farmers are not forced to go to the private 
money-lenders for money. I would request 
the Government to see that easy rules are 
framed so that the farmers can take loans 
from the Government because the present 
rules are so complicated that it is not 
possible for ordinary farmers to take loans 
from the Government. I most humbly 
suggest that steps for extensive and 
intensive food production have to be 
taken. We cannot expect democracy to 
function properly with millions of half-
starved people. To overcome this situation 
a national food policy is needed. Iu this 
connection I urge upon the Government to 
formulate a national food policy. I would 
point out that that policy must be executed 
on a war basis. We know that the bureau-
cratic machinery takes time for its func-
tioning. The execution of national food 
policy should not be left to the ordinary 
executives. A separate machinery must be 
set up for the implementation of the food 
policy. Most of the time we find that 
though the plans or policies are good, the 
execution is so defective that we do not 
get the requisite result at least in time. I 
would emphasise that the system of 
disposal of files in the Government 
Departments must be changed It seems 
one file goes from one table tc another and 
no acton is taken unlesi there are a dozen 
signatures in one note 
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must be a rule that action should be taken 
within a specific time. If no action can be 
taken within a specific time, the matter 
must be reported to the higher authorities. 
I would like to say that our fighting 

Forces must be congratulated for their 
wonderful job   during  the   last    Indo-
Pakistan war but I would point out in this 
connection that our Civil   Defence was far 
from satisfactory.   My   humble 
suggestion is that we  should   take   up 
Civil Defence in right earnest.   If Civil 
Defence is properly organised, it will be a 
great asset during an emergency.    I would 
point out that we do not have any national 
plan for social welfare in   our country.    I 
know that we do not   have enough money 
for social welfare as a whole but I feel very 
strongly that there must be an overall plan 
for social welfare     but    the    execution      
of    that plan can be taken up according to 
the money available each year or in   each 
Plan.   We are proud that a lady is our 
Prime Minister.    We also often men-don 
that we have   women    Ministers, women 
Governors, etc. but we must see whether 
the basic attitude is    changed. Here is an 
example.    This is  a   form from the 
Director of Estates for allotment of 
residence hi Delhi.    Page    3 item IV says 
that a lady will get a type of 
accommodation next below the type 
entitled to her post.   It is really impossible 
for me to understand how and why such a 
rule can be framed.    I    would like to 
have a thorough   enquiry    into this 
matter. 

I would say a few words about our 
college and university teachers, of West 
Bengal. The college and university 
teachers in Bengal, in support of their 
demand for higher remuneration last year 
decided to boycott the examinations. At 
the last moment they relented on some 
assurance given by the State Government, 
the U.G.C. and the Education Ministry of 
the Union Government. The Education 
Minister in February 1965 gave them a 
written reply saying that the Ministry of 
Education would accept any revision of 
pay scale of collage  teachers suggested 
by     the 

U.G.C. and would implement the revised 
scale   from   the   beginning of   the Fourth 
Plan.    The Chief Minister    of Bengal also 
gave them the assurance that the 
Government of Bengal would    pay its 
matching grants.    The U.G.C.    has made 
its recommendation but on    the ground of 
paucity of funds the Central Government 
have refused to implement the assurance 
given to the teachers last year.     This will 
lead to the boycott of examinations and 
complete chaos in the educational field 
firstly in West Bengal and then in die other 
States.   The Government of India recently 
decided    to increase the D.A. of the 
Central Government employees which 
would require about Rs. 25 crores.    The    
additional amount for the revision of pay of   
the college teachers in Bengal will be not 
more than Rs. 5 crores.    It should not be 
difficult for the Government of India to 
find out Rs. 5 crores when they can find Rs. 
25 crores for the Central employees.   On 
the one hand we want good academic 
people should joint the    colleges.    On the 
other hand we are    not willing to pay them 
minimum substantial remuneration.    Is it 
not contradictory?    The Government is to    
decide what they want.   Only mere good 
technical and university education will not 
produce good students in the   country. We 
must start with the primary schools. The 
country will not progress only with a 
number of schools and colleges   but the 
country can only progress with good 
schools and colleges.   For that we need 
good teachers.   If we really want this in 
our country we must review our thinking 
and plan in regard to education and 
remuneration of the school and college 
teachers. 

Here I would like to point out that it is 
not any good having a good plan of 
education only but side by side we must 
think about the remuneration of the 
school and college teachers also. A 
thorough assessment of the achievement 
of the three Plans has to be made. Failure 
and commission have to be rectified along 
with the Fourth Plan. It is most important 
that a scrutiny and assessment of the 
utilisation and achievements and 
shortcomings of the three Plans should be 
made in earnest.   We must do 



3579 liudget (General) \ 17 MAR. 1966 1 1966-67 3580 

all that is possible to overcome the ills 
that face us today, Madam. We should 
get together to overcome the present 
situation with firm determination. 

With these few observations I support 
the Budget.    Thank you, Madam. 

SHRI   KHANDUBHAI  K.  DESAI: 
Madam Vice-Chairman, during the short 
time at my disposal I will try to take a 
bird's eye-view of the Budget Estimates 
and the Budget Proposals that have been 
placed before the country by the Finance 
Minister, and within a month and a half of 
his assuming the onerous responsibilities 
I believe that he has been able to present 
to us a sober, balanced and realistic 
Budget. 

When we look at the problem of 
finance, we cannot forget the background 
against which the Finance Minister has to 
present his Budget for the year. Very 
shortly, in a few days we will be 
completing the Third Five-Year Plan. 
Now we have gone through three Plans, 
and they have been under stresses and 
strains. The First Plan gave us an 
economic growth of about 20 per cent. 

AN HON. MEMBER: Eighteen per 
cent. 

SHRI  KHANDUBHAI   K.   DESAI: 
The Second Plan gave us an economic 
growth of about 20 per cent. So in the 
first two Plans the economic growth in 
the country was in the neighbourhood of 
40 per cent. Then, when the Third Plan 
was presented to us. it was envisaged that 
the Plan would give us an economic 
growth of 25 per cent., if not 30 per cent. 
But, immediately in the very first year of 
the Third Plan we had to face some sort of 
invasion from China. If I remember 
aright, defence expenditure then was 
about Rs. 400 crores and odd. We all 
were taken aback and we found that we 
were taken by surprise by China, by her 
aggression, and we all wanted that our 
military strength should be increased 
because, for any country, particularly for  
a    democratic  country 

like India, security of the nation rs a first 
charge on the revenues of the country. But 
in modern warfare a simple defence force 
won't do. It requires, by its very nature, a 
strong industrial base. Therefore that has 
also got to be looked after. Under these 
circumstances, the Third Five-Year Plan, 
unfortunately, has gone astray from what 
we envisaged in the beginning, and so the 
rate of economic growth in the Third 
Five-Year Plan period will not exceed 15 
per cent., instead of 25 to 30 per cent, as 
we had envisaged. At the same time, it 
should also be consdered that when the 
Third Five-Year Plan was thought of, it 
was planned that we would be iavesting 
an outlay of about 7,600 crores. But really 
we have invested more than Rs. 8,000 
crores. And the result ? The physical 
targets envisaged will not go more than 
60 per cent. It means that the whole 
economy in the Third Five-Year Plan was 
disturbed. The ship of economy was 
rocking, specfically for reasons which 
were beyond the control of anybody. We 
had to face the Chinese invasion. Then we 
had to face recently the aggression from 
Pakistan, and, to add to our trouble, 
agriculture remains stagnant practically 
for the whole of the Third Five-Year Plan. 
At that time, when the Third Plan was 
inaugurated, food production was in the 
neighbourhood of 80 million tonnes. It 
almost remained at that level for the first 
three years. Then the fourth year gave us 
some hopes; it went up to about 88 
million tonnes but, unfortunately, nature 
has been unkind to us in the current year, 
and the year we are passing through will 
not give us more than 76 million tonnes of 
food. Therefore, it is now quite clear that 
we are passing through an unfortunate 
position as far as agricultural production 
is concerned. That is (he basis which has 
disturbed our economy completely, which 
has put it out of gear during the last five 
years. Added to that was the problem of 
defence, and defence expenditure, as I 
said, mounted up, has gone up to nearly 
double of what it .vas previously. All 
these circumstances have to be taken into 
consideration before we criticise, one way 
or the other, the Budget. 
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We have seen that our friends, Shri 
Babubhai Chinai and Shri K. K. Shah on 
this side, have said that the corporate 
sector must be completely free, that all 
controls on it must go and that no more 
burden should be put on it. So, has the 
burden of financing defence build-up, and 
development—both agricultural and 
industrial—to be placed on the poor man? 
Then what contribution are they going to 
make for the development of the country 
in these fields ? They say, "No, give us 
everything, and we will manage and make 
money." 

Now the taxation that has been pro-
posed in the present Budget is, in my 
opinion, distributed equitably. The cor-
porate sector, if I remember aright, is 
going to give about Rs. 34 crores. Direct 
taxes on personal income might bring in 
about Rs. 22 crores. Excise Duty might 
bring in about Rs. 48 crores. On the 
whole, the burden that has been placed for 
defence and development is more or less 
equitably distributed though some 
criticism could be made by any one party 
from one angle or the other, that it could 
have been less in this sector, or more in 
that sector. Some people Say that the 
surcharge of 10 per cent on personal 
income should have been further extended 
to people drawing more than Rs. 7,500. 
Some other people might say that it 
should be up to Rs. 10,000. But if the 
Finance Minister has to find the revenue 
for the routine expenditure, which has to 
go on, he has to put the burden 
somewhere 

And in my opinion slight changes are 
there, here and there. Even if changes are 
made, still criticisms will be there. I 
subm't that the Budget should be looked 
at from the overall point of view and not 
from either the leftist point of view or the 
rightist point of view. That is why I say 
that this is a balanced and realistic Budget 
and it deserves the sympathy and support 
of the whole House. It is not an ordinary 
Budget. As I said, the ship of our 
economy was rocking in the mid-sea and 
what has ihe Finance Minister done ? He 
has first   tried    to 

steady the ship before the sails can be put 
out fur further progress. That is what the 
finance Minister has done. 

Our friend, Shri Babubhai Chinai, this 
morning tried to say that some develop-
ment expenditure should have been cut 
down and the corporate sector should have 
been given relief. Some relief has been 
given. He said that the stock markets have 
come down. They are mound to come 
down. Because of inflation the prices of 
the stocks and shares were out of all 
proportion to the economic viability of the 
particular concern. They were inflated. 
Shares worth Rs. 100 were being quoted 
for Rs. 1>200/-. Only during the last two 
or three years, they have been coming 
down to a level which is healthy and what 
the Finance Minister has done is to keep 
up this heal.hy trend. This is all that he 
could do. Nothing more could be done. 
After all, the Budget has to -envisage the 
overall picture of the country. It cannot 
help one against or at the cost of others. 
This realy is the position and that position, 
in my view has been taken by the Finance 
Minister in a very balanced Way. 

Agriculture, as we saw during the 
course of the debate on the food situation 
in the country, has been, more or less, 
neglected and the result was that the 
economy of the country lost equilibrium. 
Now our eyes are opened and more and 
more interest is being taken in the field of 
agriculture. After all, even if we Want 
industrial development to take place, if we 
want defence to be galvanised, it should 
not be forgotten that the base of every 
development is agriculture in this country. 
Therefore, agriculture has got to be 
looked after more and more. 

Some of the people who speak on be-
half of the corporate sector say that the 
Plan should have been cut down so that 
there may not be the need for further 
taxation. Really the technique of planning 
is that from year to year the Plan outlay 
should go on increasing. The Finance 
Minister, I believe, has, to an extent, 
probably reluctantly, cut down the outlay 
for the next year.   For   the 
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last year of the Third Five Year Plan, we 
should have an outlay of Rs. 2.200 -
crores. It has been cut down to about Rs. 
2,000 crores. According to planning 
technique, it should have been Rs. 2,400 
crores or Rs. 2,500 crores, if we want to 
accelerate the development. . That means 
that the Plan outlay for the year 1966-67 is 
really about Rs. 500 crores less than what 
it should have been. What more could be 
done-? He has practically cut the Plan to 
the very bone. Anything further would 
have been disastrous. It would have 
created unemployment. It would have 
created avo'dable hardships. Therefore, I 
think what has been done in this year's 
Budget in order to steady the economy is 
quite enough for the time being. Nothing 
further could be done and, therefore, I 
fully support the Budget that has been 
placed before the House. 

Of course there is one aspect to which 
to which I would like to invite the atten-
tion of the hon. Finance Min:ster. The 
Food Minister and the Planning Com-
mission have been laying very great •tress 
on agricultural production. In that context 
we have to consider whether this heavy 
duty on light diesel oil is a «tep in the 
right direction. Till electricity is available 
for lift irrigation most of the pumps are 
working in the rural areas on oil for 
irrigation and for giving you a second or 
even third crop and for this light diesel oil 
is necessary. It was said that in order to 
conserve light diesel oil and to check 
black-marketing by the transport people, 
this heavy duty has to be imposed. 
Assuming this to be true, we should bear 
in mind that side by side, it also penalises 
the progressive farmers who try to give you 
more food-grains by raising a second or 
third crop because this duty is fairly high. 
Therefore, my suggestion is if you cannot 
take away the duty on light diesel oil, you 
may give some grant to the States to give 
subsidy to the agriculturists who are using 
the light diesel oil. That is the one 
suggestion that I would like to make. 

One criticism that is frequently made 
when discussing the Budget is that we 
•hould not import foodgrains from any-
where.    Such critisism comes only from ' 

those who want to see in this country 
chaos and disturbance. If no food is 
available, then naturally rationing will 
have to come and that too rationing all 
over the country covering not less than 
tweleve to thirteen crores of families. Is it 
practicable? And if food is not available, 
then they will create throughout the 
country the scenes which we have 
unfortunately seen with our own eyes in 
Calcutta and other places. So they do not 
want us to import food and if we do not 
import food, then there is just the climate 
for them that they want in the country, to 
do what they want to do. 

Of course, we should be self-sufficient 
and efforts are being made for that. But as 
I said during the debate on the food 
situation, self-sufficiency in food especially 
with an increasing population cannot be 
attained in a short time. The small peasant 
will have to be educated and our 
community development and extension 
services will have to be made more and 
more serviceable. If that is done, then and 
then alone can we be self-sufficient in 
food and other agricultural products. And 
this is bound to take time and we must 
wait for that period. Till that time comes, 
we have to import and import would be a 
necessity and you cannot, on ideological 
grounds or on emotional or sentimental 
grounds, denounce the imports of food. 
Which is the country which is not 
importing food ? Most of the countries 
that I know of are importing food. China 
is importing food, Russia is importing 
food, England is importing food. Many 
countries are importing food and there is 
nothing to be ashamed of if food is being 
imported. Therefore, to talk of stopping 
the import of food is a talk by those who 
do not mean well by the country. I fully 
support the Budget proposals and the 
financ;al implications contained in the 
Budget, in the situation in which the 
present Finance Minister found himself 
on the 28th February, a better Budget than 
this could never have been presented. 

One more word and I have done. I have 
got to say something about the growth of 
the non-development expenditure.   This 
has gone up six times during 
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the last fifteen or sixteen years and it goes 
on increasing day by day. The 
Administrative Reforms Commission 
which has been set up will look into this. 
This is one thing which is causing us 
anxiety. Every time in this House, who-
ever is the Finance Minister, gives the 
assurance that this expenditure will be 
checked, will be curtailed but every time 
we get a fresh Budget, instead of some 
curtialment of this expenditure, we find 
some increase under this head. 

The working of the public sector has been 
criticised, I would also like to say that the 
public sector was expected to contribute 
about   five   hundred    crores of rupees in 
the Third Five Year   Plan but it has not 
been able lo   contribute even half of this 
figure.    This requires to be looked into.   
This does not mean that I am against the 
public sector. The public sector should 
work on a commercial and businesslike 
basis. It should not be run as a Government 
department but should be run entirely in a 
businesslike way.   The persons working in 
the commercial concerns,   like   the    
managers, superintendents, etc., should be 
drafted on 10 the public sector so that they 
will show the way how a commercial con-
cern should be managed.    The    Com-
mittee  on  Public  Sector  Undertakings 
has    submitted two or    three    reports. 
They have laid bare    certain    aspects. 
These will come before the House and will   
discuss  them  and  the  natural  ex-
planation, by  the respective   Ministries 
would be that something could be done or  
could    not  be    done   because    of 
certain factors.    That is not enough. It 
requires very close scrutiny because today 
the publo sector is assuming more and 
more importance in our society.   As •ome 
speakers said, the public sector is not 
going to replace the private   sector but it is 
going to assume a    dominant place in the 
economy of the    country. This is not 
because of any inherent hostility towards 
the private sector but  in the very nature of 
the Indian economy, the private sector 
cannot play a decisive part in the industrial 
development of the country.    It has 
neither the money nor the talent to take on 
the task required in respect of oil, steel,   
machine build- 

ing industry, big chemical industries, etc. 
We, therefore, have to develop the public 
sector in our economy very very carefully 
but its management requires to be entirely 
overhauled. It must enjoy the advantages 
of both the private and the public sectors 
and should be run on proper business 
lines. There is something lacking in the 
industrial management as far as the public 
sector is concerned. It is not human, it is 
not commercial, it is diehard, static and, if 
I may say so, it is    .     .     .    confused. 

AN HON. MEMBER: Extravagant. 
SHRI KHANDUBHAI K. DESAI: I 

do not know. I have not examined that 
and as I have not examined that, it does 
not lie in my mouth to say that it is 
extravagant. Now that you have made the 
suggestion, I would go into this ex-
travagancy business and next time when 1 
speak, I will give my opinion on that. 
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SHRI S. SUPAKAR (prim): Madam 
Vice-Chairman, I thank you very much for 
giving me a chance to speak on the 
Budget. When the Railway Budget was 
discussed here it was characterised as an 
election-oriented Budget, because there 
was no increase in fare or freight to any 
remarkable extent. When the Finance 
Minister had to propose an addition of Rs. 
101 crores, he characterised his General 
Budget as a production-oriented Budget. I 
hope he was not using this term in any 
apologeic .-sense because I think there is 
no need for him to be apologetic. In view 
of the fact that ours is a developing 
economy and in view of the fact that we 
need a huge amount of money to meet our 
defence requirements, there is ample 
justification for the imposition of an 
additional amount of taxation. This 
morning there was a news item that in 
spite of the Tashkent Declaration, there 
has been a military build-up by Pakistan 
on the Rajasthan border. I do not know 
how far that news is correct. I hope it is 
not, but there can be no gainsaying the 
fact that we must be vigilant to a very 
remarkable extent, at least on account of 
the threat to our northern borders. Now, 
when we come to the economic problems 
that face our country, we find that there 
are very grav« and very chronic problems. 
They can be divided into four categories. 

The first and foremost and the mo»t 
important which causes the greatest 
headache to all of us is the problem of 
self-sufficiency in agriculture and so long 
as we are not able to be self-sufficient in 
agriculture, we know that we have to 
import a large quantity of food-grains 
from outside. Otherwise, it create a 
number of difficulties internally by way of 
agitations. 

The second problem is the problem of 
planning and industrialisation, the 
problem of take-off, which has eluded our 
grasp for a number of years. By the end of 
the Second Five Year Plan we hoped that 
we would be having a self-generating 
economy in the near future. But although 
we are on the threshold of the Fourth Five 
Year Plan, we are not sure that we shall 
be able to attain that goal in the near 
future. 

The third problem is the problem of 
holding the price-line and the fourth 
problem, to my mind, which is also very 
important, is to keep up the prestige of the 
rupee. 

I shall be dealing with these four pro-
blems one after another. I shall, first of all, 
take up the problem of agricultural 
production. Unfortunately we find that, so 
far as agricultural production is 
concerned, we do not know where we 
stand, in spite of the passage of three Five 
Year Plans. I am afraid that our statistics 
do not give a real picture of the situation 
because we are fed by different kinds of 
statistics, from time to time, which give 
us, a distorted and rather inaccurate 
picture of internal production and of 
growth. Experts tell us that during the first 
two Five Year Plans, if our agricultural 
production had grown at the rate of 5 per 
cent per annum, we could have attained 
self-sufficiency, but it could not proceed 
on that pace. It grew at the rate of 3.6 per 
cent, and there had been a shortfall. I do 
not know how far that assertion of 
eminent planners like Dr. V. K. R. V. Rao 
is correct, but whatever that may be we 
find that a failure of monsoon, as it 
happened this year, has thrown otir 
economy completely out of balance. 
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Now, we find that the community 
development programme was started right 
from the First Five Year Plan, but somehow or 
other it has not clicked. Similarly, we find that 
about five years ago, the intensive agriculture 
district programme was started, but unfortu-
nately, that programme also, which is of a 
selective nature, is iied too much, in my 
opinion, with file work and red-tape. Co-
ordination and planning is more confined to 
paper and speeches than being reflected in field 
work. Agriculture, as an occupation, does not 
have the respect that it deserves. We find that, 
although we talk a lot about providing better 
seeds, irrigation and manures and we hoped 
that in the course of five years India would be 
self-sufficient, it has not been achieved. Unless 
we educate our farmers in better production 
methods, this hope may not be fulfilled. 
Therefore, it is necessary that we must educate 
our farmers. Having regard to the illiteracy that 
prevails in our country and the orthodox nature 
of our agriculturist, we must see that our 
agricultural programme is not merely a hot 
house plant. It should take deeper roots in the 
soil. 

5 P. M. 

Therefore, it is necessary that we must 
change the pattern of our education at least so 
far as the mofussil area is concerned and spend 
more money in establishing agricultural 
schools in villages so that they may give the 
agriculturists the impetus and the necessary 
education and the know-how of the use of 
manure and other things, so that scientific agri-
culture may take deeper and deeper root in the 
country. Unfortunately, the criticism that is 
levelled is that too much dependence on PL 
480 loans has made us dependent, too" much 
dependent on foreign countries for our food 
and has not induced us to think deeply about 
how to attain self-sufficiency in agriculture in 
the shortest possible time. 

Now coming to industry and planning, I 
think that the main defect in us is that our 
industrial programme, ^so far as the public 
sector is concerned, has not suffi- 

cient amount of cost-consciousness    in it.   No 
doubt we have had gigantic projects.   When 
they started, the cost was moderate.   The return 
was supposed to be adequate,   but as the   
projects    are worked, we find that the cost 
increases. The time for completion is long,    the 
production is inadequate and    delayed and 
therefore consequently the return is low and the 
take-off stage is    delayed, and therefore that 
also contributes    to the increase of our loan 
both    internal and external.   These factors are    
associated with the administrative    pattern of 
our conutry.   Our country had been ruled by 
what is called the "steel frame" who used to 
know very well the problem of keeping law and 
order.   But we have no; yet geared our 
administration to the problem of planning, to 
the problem of production.   Therefore, when 
we talk of having a production-oriented 
economy, we must see that the officials who   
are in the administration side and the officials 
who are   in   the   production   side know their 
business and are not    too much tied down with 
red tapes or by procedures but develop the 
science of technocracy to the fullest passible 
extent so that there is no waste, so that there is 
no delay, so that adequate return is ensured, so 
that the task that is given to those people, to the 
persons in authority, of the different cadres, 
those    persons discharge their responsibility to 
the fullest extent.   Unless that is done, I think, 
it is high time that   the    Government should 
think of some machinery whereby the 
efficiency of (he person in. authority should be 
judged not by the hours of work that he puis in 
but by the production.    That   should   be the    
proper interpretation of converting this econo-
my into a production oriented economy. 

THE VICE-CHAIRMAN (SHRI 
MATI TARA RAMCHANDRA 
SATHE) :  You wind up now. 

SHRI S. SUPAKAR: I will take only five 
minutes more. 

THE VICE-CHAIRMAN (SHRI 
MATI TARA RAMCHANDRA 
SATHE)  : No five minutes. 

SHRI S. SUPAKAR : May I continue on 
Monday ? 
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THE     VICE-CHAIRMAN     (SHRI 
MATI       TARA RAMCHANDRA 
SATHE): You finish it now.    Finish it in 
two minutes. 

SHRI S. SUPAKAR:   I   shouJd   be 
given at least fifteen minutes. 

THE     VICE-CHAIRMAN     (SHRI 
MATI       TARA RAMCHANDRA 
SATHE) : You have already taken fifteen 
minutes. 

SHRI S. SUPAKAR:   Because    the 
production is not adequate, I think the 
consequence is that we are not able to 
hold the price line and therefore the prices 
go up. The natural consequence also is 
that there is always a talk in foreign 
countries about the problem ot 
devaluation of the rupee. This talk of 
devaluation should be resisted and our 
economy must do everything possible to 
keep up the prestige of the rupee. 

I have one or two suggestions to make 
before I finish. The Government must do 
everything in its power to see not merely 
that these additional levies are imposed 
but also that so tax as thi realisation of the 
taxes is concerned it is given adequate 
weight. I am speaking of the State of 
Orissa as an example. [t ls tagged on to 
the tail end of a Circle which consists of 
Bihar and Orissa, and on account of this 
fact alone thei amoum of income-tax that 
could b? derived from that State fc not 
adequately realised. Recently, an 
additional district was created in respect 
of Rourkela, and that increased the 
realisation of income-tax   from   West   
Orissa   from 

Rs. 60 lakhs to more than Rs. 1.20 crores. 
More and more industrial projects are 
coming up, and therefore, it is necessary 
for the Government to see that wherever 
these new industrial projects are coming 
up, the tax collection machinery should 
also be geared up. The traditional way of 
thinking that because a certain area was 
backward it should always remain 
backward, should not be the proper 
attitude of the Government, and therefore, 
it is necessary that this matter should be 
duly considered. 

I thank you for giving me a chance to 
speak. Lastly, there is one more point, 
Madam. Although these new imposts are 
not very objectionable, I will speak on 
only one thing. This excise duty on diesel 
oil, I think, will not merely affect the 
entire population of the country who are 
using this diesel oil in bus services and for 
agricultural implements but I am afraid it 
will have its repercussion next year in the 
Railway Budget because with the process 
of  

 of our Railways, although I 
am not an astrologer, this will have the 
effect of increasing the railway fare and 
freight next year. Therefore, this problem 
should also be reconsidered. 

THE VICE-CHAIRMAN (SHRIMATI 
TARA RAMCHANDRA SATHE : The 
House stands adjourned till II a.m. 
tomorrow. 

The House then adjourned at ten 
minutes past five of the clock till 
eleven of the clock on Friday, the 18th 
March, 1966. 


